Project No. 1
Town of St. Ignatius — Wastewater System Improvements

This application received 3,952 points out of a possible 4,900 points and ranked first out of 47
applications in the recommendations to the 2005 Legislature. MDOC recommends the requested TSEP

grant of $500,000.

Funding Type of Amount Status of Funds
Source Funds
TSEP Grant $ 500,000 Awaiting decision of legislature
Town Local $ 50,000 Currently available
RD Loan $1,184,500 May 2004 application, expect summer 2004 commitment
RD Grant $1,184,500 May 2004 application, expect summer 2004 commitment
CDBG Grant $ 500,000 Submitted May 2004
RRGL Grant $ 100,000 Awaiting decision of legislature
IHS Grant $ 400,000 Commitment expected January 2005
Project Total $3,919,000
Median Household Income: $21,208 Total Population:
Percent Non-TSEP Matching Funds: 87% Number of Households: 213
Monthly Percent of Monthly Percent of
Rate Target Rate Rate Target Rate
Existing Water Rate: | $20.00 - Target Rate: $36.58 -
Existing Wastewater Rate with proposed
Rate: $11.00 - TSEP Assistance: $54.03 148%
Existing Combined Rate without TSEP
Rate: $31.00 85% Assistance: $63.21 173%

Project Summary

History — The wastewater treatment system in the Town of St. Ignatius is a single-cell facultative lagoon
that was constructed in 1956, to which five aerators were added in 1989. The lagoon discharges to a
creek that flows part of the year. During periods when the creek flows, the discharge eventually reaches
Mission Creek. The system has a history of violations of the National Pollutant Discharge Elimination
System (NPDES) discharge permit that include exceeding limits for biochemical oxygen demand (BOD),
total suspended solids (TSS), and fecal coliform. The current NPDES permit includes a compliance
schedule requiring the Town to meet the conditions of the permit by October 2004. The discharge also
fails to meet the Confederated Salish and Kootenai Tribes’ in-stream water quality standard for ammonia.
Because of the system’s deficiencies, the Town has imposed a moratorium on new service connections,
effectively stopping all growth and development in the community.

Problem — The Town’s wastewater system has the following deficiencies:
O eleven BOD and TSS violations since 1998,
a the lagoon leaks over four times the state design standard resulting in degradation to groundwater

and nearby surface water and wells,
O the single-cell facultative lagoon does not meet current state design standards requiring a minimum of

two equally sized primary treatment cells and one secondary cell,
O the single-cell operation encourages short-circuiting across the cell resulting in poor treatment

efficiency,

O the existing system does not meet the design standard for detention time for facultative lagoons
resulting in reduced treatment efficiency,
O BOD loading to the existing facultative ponds exceeds the state design standard resulting in poor

treatment efficiency and possibly odor problems,

O the system fails to meet the discharge limit for fecal coliform colonies in the discharged effluent,
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Q the discharge is resulting in ammonia toxicity in the receiving water, and
a there is inflow from manholes and roof drains at the school during runoff or storm events.

Proposed Solution — The proposed project would:

construct an aerated lagoon system,

construct a storage lagoon inside the existing facultative lagoon footprint,

install a liner in each of the lagoon cells,

install an ultraviolet light disinfection system,

construct about 15,000’ of 8” gravity main to transmit treated effluent to the irrigation site,
install three effluent irrigation pivots, and

install sealed manhole covers.
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Statutory Priority #1: Solves urgent and serious public health or safety problems, or enables local
governments to meet state or federal health or safety standards.
The applicant was scored at a level four and received 800 points out of a possible 1,000 points.

Conclusion: The applicant sufficiently demonstrated that the public health and safety problems
associated with the deficiencies in the wastewater system are likely to occur in the near-term if the
deficiencies are not corrected, even though they have not been documented to have occurred yet. These
serious problems have a high probability of occurrence as a result of incidental, casual or unpredictable
circumstances.

Rationale: The MDOC technical review team noted that there are various deficiencies that could
affect the public’s health and safety. Approximately eleven violations of the discharge permit were
documented from 1998 to 2003 for BOD and TSS. There were also fecal coliform violations, and the
Town is under an Environmental Protection Agency (EPA) compliance schedule to meet fecal coliform
limits.

The wastewater treatment plant does not provide sufficient treatment to meet current discharge
requirements. The treatment system installed aerators, but the lagoons are not deep enough to truly
work as an aerated system. The existing lagoon leaks at approximately five times the allowed leakage
rate, further increasing the pollution of the groundwater.

The lagoon discharges to an intermittent stream that passes five homes prior to entering a year
round receiving water. Those five homes all use groundwater for drinking water, which presents a health
threat. There is also a threat to public health from potential contact with insufficiently treated wastewater
flowing into Spring Creek, and later into Matt Creek.

Tougher tribal water quality standards may require significant reduction in ammonia. In addition
to human health concerns, there exists an environmental threat to the receiving streams due to ammonia
toxicity.

Statutory Priority #2: Reflects greater financial need.
The applicant received 792 points out of a possible 900 points.

The score for Statutory Priority #2 is based on a weighted analysis of two financial indicators with
a total of 900 points possible. The scores for each of the two indicators are added together, with the total
number of points possible for Statutory Priority #2 based on five levels. The fifth level is assigned to the
group of applicants that reflect the greatest financial need.

Indicator #1. Household Economic Condition analysis: The applicant placed in the fifth
level and received 360 points. (This analysis accounts for 40 percent of the score for Statutory Priority
#2. Each of the three sub-indicators are ranked and scored, with each accounting for 33 percent of the
total score for Indicator #1. Being ranked first indicates the most severe household economic conditions
and is assigned the highest score. The scores for each sub-indicator are added together, with the total
number of points possible for Indicator #1 based on five levels. The fifth highest level is assigned to the
group of applicants with the most severe household economic conditions.)

O Median Household Income (MHI) ranked third out of the 47 applications.
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O The percent of persons living at or below the Low and Moderate Income (LMI) level is 66.2
percent. The relative concentration of persons living at or below the LMI level ranked
first out of the 47 applications.

O The percent of persons living at or below the Poverty level is 18.7 percent. The relative
concentration of persons living at or below the Poverty level ranked eighth out of the
47 applications.

Indicator #2. Target Rate Analysis: The applicant placed in the fourth level and received
432 points. (This analysis accounts for 60 percent of the score for Statutory Priority #2. Each sub-
indicator is ranked and scored. Scores are assigned based on how much difference there is between the
applicant’s user rate and the target rate. The number of points possible for Indicator #2 is based on five
levels. The fifth highest level is assigned to the group of applicants furthest over the target rate.)

Statutory Priority #3: Incorporates appropriate, cost-effective technical design and provides thorough,
long-term solutions to community public facility needs.
The applicant was scored at a level five and received 800 points out of a possible 800 points.

Conclusion: The applicant conclusively demonstrated that it has proposed an appropriate, cost-
effective technical design that will provide a thorough, long-term solution for its public facility needs. The
problems were well defined, the various alternatives were thoroughly discussed, and construction costs
were well documented and justified. There were no issues of any significance that were not adequately
addressed.

Rationale: The MDOC technical review team noted that the PER was complete and thorough.
The applicant adequately assessed the potential environmental impacts. Any environmental concerns
that were identified by the applicant were adequately addressed and no long-term adverse affects were
noted.

Statutory Priority #4: Reflects substantial past efforts to ensure sound, effective long-term planning and
management of public facilities and attempts to resolve the infrastructure problem with local resources.
The applicant was scored at a level four and received 560 points out of a possible 700 points.

Conclusion: The applicant strongly demonstrated that it has made substantial past efforts to
ensure sound, effective long-term planning and management of public facilities, and attempted to resolve
its infrastructure problems with local resources. The MDOC review team did not score this priority higher
primarily because the various types of planning tools have only been utilized for a limited number of
years.

Rationale: The applicant stated that it and Lake County have taken a proactive approach to
resolve the Town’s wastewater system deficiencies. Wastewater system improvements completed in
1989 included installation of mechanical aerators and construction of a quiescent cell to improve
wastewater effluent quality. As the discharge permit limit violations continued, the Town applied for TSEP
funding in 2002, but was unsuccessful due to concerns that the proposed solution would not resolve the
problems. The applicant stated that it has a reasonable operation and maintenance budget, which
includes adequate funds to allow the Town to operate the existing system, and clean and inspect
collection system mains on a five-year cycle.

The applicant stated that it completed one of the first growth policies in Montana. Under the
Town'’s growth policy guidelines, a community needs assessment is updated on a regular basis. The
most recent update was completed as part of a public hearing held in October 2003, to obtain public
comment on community needs. The number one community need identified at the public hearing was to
fix the problems with the St. Ignatius wastewater system. Eighteen residents attended the meeting. The
applicant stated that it has also completed a capital improvements plan (CIP) in April 2004, which
contains a prioritized list of water, sewer, and street needs. The applicant stated that Lake County has
also prepared a growth policy; a CIP for solid waste, water and wastewater facilities; and an economic
development strategy. The proposed project is consistent with all of these plans, which also note that the
Town is under a moratorium on new sewer hookups until the wastewater system is improved.

The applicant stated that the problems with the existing sewer system are the result of having an
older system that was designed in a different era with less stringent standards than exist today. They
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have taken advantage of the expertise of the Department of Environmental Quality (DEQ), the Midwest
Assistance Program, and Montana Rural Water Systems in an effort to do everything possible to maintain
the system and to meet discharge permit limits. Unfortunately, the facultative lagoon system is under
capacity and cannot treat wastewater to the level necessary to meet the existing discharge permit limits
and tribal surface water quality standards. The MDOC review team concluded that the O&M practices
related to the Town’s wastewater system appear to be reasonable.

Statutory Priority #5: Obtains funds from other sources.
The applicant was scored at a level four and received 480 points out of a possible 600 points.

Conclusion: The applicant strongly demonstrated that the project would enable the local
government to obtain funds from sources other than TSEP. The applicant demonstrated serious efforts to
thoroughly seek out, analyze, and secure the firm commitment of alternative or additional funds from all
appropriate sources to assist in financing the proposed project. The funding package for the proposed
project is reasonable and appears to be viable. There are no major obstacles known at this time that
would hinder the applicant from obtaining the funds from the proposed funding sources. The MDOC
review team did not score this priority higher primarily because of the uncertainty of some of the other
funding sources.

Rationale: The applicant has proposed a funding package consisting of TSEP, RD, DNRC,
CDBG, and Indian Health Service grants in combination with a RD loan and local reserves. The applicant
stated that they have received a verbal commitment from RD. Success in obtaining funds from the other
funding sources is a condition of the RD commitment. The applicant stated that TSEP funds are critical
for the project to move forward. It should be noted that this project has been developed as a two-phase
project for the purposes of the RD funding, and therefore, construction would likely be completed over two
consecutive construction seasons. This would allow the RD portion of the project funds to be applied
over two funding cycles, increasing the potential for successfully obtaining the requested grant and loan
funds. Subsequent to scoring this priority, the CDBG funds were awarded to the applicant.

Statutory Priority #6: Provides long-term, full-time job opportunities of Montanans, or provides public
facilities necessary for the expansion of a business that has a high potential for financial success, or
maintains or that encourages expansion of the tax base.

The applicant was scored at a level two and received 200 points out of a possible 500 points.

Conclusion: The applicant sufficiently demonstrated that the proposed project represents a
general infrastructure improvement that would indirectly increase business and job opportunities.
However, the applicant did not adequately document that any specific businesses were dependent upon
the proposed improvements or how businesses would directly benefit from them. In addition, the applicant
did not adequately document that the proposed project would directly result in the creation or retention of
any long-term, full-time jobs other than those related to the construction or operation of the wastewater
system. The proposed improvements should maintain and possibly increase the taxable valuation of the
project area.

Rationale: The applicant stated that the Town has issued a moratorium on new sewer service
connections until the sewer system deficiencies are remedied. This has essentially stopped all
development, including population growth, business and housing development, and employment growth.
However, the applicant did not discuss any specific business expansion or job creation that would result
from the proposed project. The applicant stated that the proposed improvements would expand the
existing tax base by providing the basic public infrastructure necessary to support population growth and
possible economic and business growth.

Statutory Priority #7: High local priority and strong community support.
The applicant was scored at a level four and received 320 points out of a possible 400 points.

Conclusion: The applicant strongly demonstrated that the proposed project is a high priority and
has strong community support. The applicant documented that it held at least one public hearing or
meeting, and sufficiently informed the public about the proposed project in a timely manner, its cost and
the impact per household. In addition, the applicant provided documentation to show that it made a
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strong effort to elicit support for the proposed project. The MDOC review team did not score this priority
higher primarily because the applicant did not demonstrate that the local residents are clearly and
strongly in support of the proposed project.

Rationale: The applicant stated that since the time that the wastewater system deficiencies
became apparent, the townspeople have spent significant time addressing the situation. Several public
meetings have been held, enabling the community to be well informed about the project. Two hearings
were held in 2002 for the previously unsuccessful TSEP application for a wastewater project. A public
hearing was held in October of 2003 regarding the community needs assessment. Fixing the wastewater
system problems was identified as the top community need. The draft PER was presented at a January
6, 2004 evening town council meeting at the town hall, which was attended by eight residents. The
meeting provided an opportunity for the council and the public to ask questions and provide comment
regarding the proposed project. A public hearing was held in the evening on March 2™ to discuss the
feasibility of the improvements presented in the PER and to discuss the financing options including the
grant applications and loan funding application. Fifty-one residents attended the meeting. The monthly
user costs were discussed with the general consensus being that such a charge was higher than desired,
but acceptable providing that the basic deficiencies of the system were fixed. The applicant stated that
the vast majority of the attendees voiced support for the project, although they were concerned that the
monthly user charge remains affordable. Several members in the audience raised concerns regarding
the proposed lagoon/irrigation site and what affect the proposed system would have on the water quality
in the vicinity as well as the property values. Minutes and sign-in sheets of all three of the previously
discussed meetings were included in the application.

The applicant stated that they received numerous comments during and after an April 6™ council
meeting from residents east of town that opposed placing the lagoon in their vicinity; however, they were
not opposed to the proposed project in general. The site east of town was used as the basis of analysis
for lagoon/irrigation system, but the applicant stated that it has also been reported that the landowner is
not interested in selling the property for the lagoon/irrigation system. The final site determination would
not be made until the design phase of the project. The Town met with approximately 30 members of the
area on April 22" to discuss the proposed project. As a result of this additional public comment, an
amendment to the PER was prepared that includes an analysis of additional lagoon, storage, and
irrigation options. Minutes of these two meetings were not included in the application.

Another public hearing was held on May 4" prior to the regular council meeting, to provide an
opportunity for public comment or questions regarding the amended PER. Eighteen citizens attended the
meeting. Several questions were asked at the meeting about the proposed wastewater improvements.
Minutes of this meeting and a sign-in sheet were included in the application.

The applicant stated that the project has received good public support. Fifteen letters or e-mails
were received in late April and early May of 2004 from local residents, businesses, and others that offered
support for the project. All responses were in favor of the project and were included in the application.
Five recent newspaper articles written about the Town’s wastewater system needs were included in the
application. The articles included information on the need for a community income survey, a summary of
the January 6™ meeting, a notice for the March 2" public hearing, a paragraph about the March 2™
hearing, and a news article published in the Lake County Leader in October 2003 which included
biographies of the candidates for the town council. Five of six candidates specifically mentioned sewer
system improvements as a high priority for the community.

The Town has a growth policy, which states that a community needs assessment is updated on a
regular basis. The most recent update was completed as part of a public hearing held in October 2003;
with the number one community need being the Town’s wastewater system. The Town also has a CIP,
which contains a prioritized list of water, sewer, and street needs. Lake County has also prepared a
growth policy; a CIP for solid waste, water and wastewater facilities; and an economic development
strategy.
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Project No. 2
Rudyard County Water and Sewer District — Wastewater System Improvements

This application received 3,908 points out of a possible 4,900 points and ranked second out of 47

applications in the recommendations to the 2005 Legislature. MDOC recommends a TSEP grant of
$524,503. This recommendation is $82,553 more than what was requested by the applicant, but is being
recommended because of the District’s currently high rates. The applicant met all three of the criteria for
being recommended for both additional funds and a smaller match. The additional funds would allow the
applicant to maintain its rates at its current amount, which would still be greater than 1.5 times the target
rate. See Statutory Priority #5 for more information about the recommendation.

Funding Type of Amount Status of Funds
Source Funds
TSEP Grant $ 441,950 Awaiting decision of legislature
CDBG Grant $ 344,400 Application submitted May 2004
SRF Loan $ 82,553 Loan contingent on being added to Intended Use Plan
District Local $ 15,000 Expended on PER
Project Total $ 883,903
Median Household Income: $28,393 Total Population: 275
Percent Non-TSEP Matching Funds: 50% Number of Households: 126
Monthly Percent of Monthly Percent of
Rate Target Rate Rate Target Rate
Existing Water Rate: | $62.50 - Target Rate: $ 48.98 -
Existing Wastewater Rate with proposed
Rate: $12.50 - TSEP Assistance: $ 75.00 153%
Existing Combined Rate without TSEP
Rate: $75.00 153% Assistance: $106.38 217%

Project Summary

History — The central sewer collection and treatment system was constructed in the 1950s. The District
has over 18,000’ of gravity collection main with the majority being 6” diameter clay tile. Sewage is gravity
fed to the lagoon site. A lift station then pumps the sewage into the four-cell total retention lagoon

system.

Problem — The Rudyard wastewater system has the following deficiencies:

gy

undersized 6" clay tile mains are clogged with roots,

many of the mains are installed at slopes below the minimum,
cracked and broken pipe,
25 to 30 backups into private residences per year over the last five years,

lift station is outdated and lacks an alarm system, backup power or pumping ability,
force main does not discharge to an inlet control structure,

no perimeter fencing or warning signs exist around the lagoon site, and

minor erosion of embankments.

Proposed Solution — The proposed project would:

ODOoO0DO0DO

replace approximately 6,725’ of the existing 6” clay tile lines with 8” PVC lines,

install approximately 23 new manholes,

replace the existing lift station with a new submersible package station,

purchase a portable pump for emergency use, and

install a new 4” ductile iron force main between the lift station and treatment cells #1 and #2.
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Note: The District will install fencing and signing this summer and will complete the minimal dike repair
work over the next five years. Therefore, those deficiencies at the lagoon were not taken into
consideration in the scoring of Statutory Priority #1.

Statutory Priority #1: Solves urgent and serious public health or safety problems, or enables local
governments to meet state or federal health or safety standards.
The applicant was scored at a level five and received 1,000 points out of a possible 1,000 points.

Conclusion: The applicant sufficiently demonstrated that the public health and safety problems
associated with the deficiencies in the wastewater system have occurred or are imminent. These serious
problems are the result of incidental, short-term or casual contact or as a result of past cumulative long-
term exposure.

Rationale: The MDOC technical review team noted that there are various deficiencies that could
affect the public’s health and safety. Failing and substandard clay-tile pipe is responsible for 25 to 30
sewage backups into private residences per year for the last five years. The pipe has inadequate slopes
and low spots, cracks, root intrusions, and is in generally poor condition. The extreme cases of frequent
sewage backups of wastewater into homes, with documented property damage and high potential for
human contact, are considered to be very serious problems because raw sewage contains many harmful
pathogens that may cause serious illness. The proposed solution does not resolve all the problems
related to line replacements due to cost considerations. The District is planning to replace additional lines
in two future phases.

The lift station is without permanent ventilation equipment, alarms, and emergency backup power
or a redundant pump, and is located in a depression. The lift station poses a safety hazard to the
operator as the pumps are only accessed by lowering the operator into the wet well with a safety harness.
Without emergency backup power for the lift station, the collection system could surcharge into homes
during a power outage or pump failure. Additionally, the two force mains to the lagoon are above ground
and potentially subject to freezing. The lift station does not meet current DEQ design standards.

Statutory Priority #2: Reflects greater financial need.
The applicant received 648 points out of a possible 900 points.

The score for Statutory Priority #2 is based on a weighted analysis of two financial indicators with
a total of 900 points possible. The scores for each of the two indicators are added together, with the total
number of points possible for Statutory Priority #2 based on five levels. The fifth level is assigned to the
group of applicants that reflect the greatest financial need.

Indicator #1. Household Economic Condition analysis: The applicant placed in the third
level and received 216 points. (This analysis accounts for 40 percent of the score for Statutory Priority
#2. Each of the three sub-indicators are ranked and scored, with each accounting for 33 percent of the
total score for Indicator #1. Being ranked first indicates the most severe household economic conditions
and is assigned the highest score. The scores for each sub-indicator are added together, with the total
number of points possible for Indicator #1 based on five levels. The fifth highest level is assigned to the
group of applicants with the most severe household economic conditions.)

O Median Household Income (MHI) ranked 13" out of the 47 applications.

O The percent of persons living at or below the Low and Moderate Income (LMI) level is 43
percent. The relative concentration of persons living at or below the LMI level ranked
15" out of the 47 applications.

O The percent of persons living at or below the Poverty level is 9 percent. The relative
concentration of persons living at or below the Poverty level ranked 38" out of the 47
applications.

Indicator #2. Target Rate Analysis: The applicant placed in the fourth level and received
432 points. (This analysis accounts for 60 percent of the score for Statutory Priority #2. Each sub-
indicator is ranked and scored. Scores are assigned based on how much difference there is between the
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applicant’s user rate and the target rate. The number of points possible for Indicator #2 is based on five
levels. The fifth highest level is assigned to the group of applicants furthest over the target rate.)

Statutory Priority #3: Incorporates appropriate, cost-effective technical design and provides thorough,
long-term solutions to community public facility needs.
The applicant was scored at a level four and received 640 points out of a possible 800 points.

Conclusion: The applicant strongly demonstrated that it has proposed an appropriate, cost-
effective technical design that will provide a thorough, long-term solution for its public facility needs. The
preliminary engineering report (PER) is generally complete and there were only minor issues that were
not adequately addressed. It does not appear that the issues would raise serious questions regarding the
appropriateness of the solution selected by the applicant.

Rationale: The MDOC technical review team noted that that the PER lacked a thorough review
of the lagoon system and did not adequately address the potential for flooding in the new lift station. The
applicant adequately assessed the potential environmental impacts. Any environmental concerns that
were identified by the applicant were adequately addressed and no long-term adverse affects were noted.

Statutory Priority #4: Reflects substantial past efforts to ensure sound, effective long-term planning and
management of public facilities and attempts to resolve the infrastructure problem with local resources.
The applicant was scored at a level three and received 420 points out of a possible 700 points.

Conclusion: The applicant sufficiently demonstrated that it has made reasonable past efforts to
ensure sound, effective long-term planning and management of public facilities, and attempted to resolve
its infrastructure problems with local resources. The MDOC review team did not score this priority higher
primarily because the District was just recently created.

Rationale: The applicant stated that until 2003, the Rudyard Service and Improvement
Association was responsible for the system. The community has not raised sewer rates for several
years. The applicant stated that it currently generates adequate revenue to pay expenses and build a
$40,000 reserve. In 2003, the District replaced 400’ of sewer main, and prepared a PER with its reserve
funds. According to the applicant, the District expended $6,513.55 in FY 2002, and $12,410.04 in FY
2003 for maintenance.

The applicant stated that it prepared a five-year CIP in 2004, which included not only its water
and wastewater system, but also its school facilities, streets, housing, and economic development. Hill
County recently completed a resource team assessment, which identified the applicant’s sewer system as
a need.

The applicant stated that the Association, and now the District, has kept the system operational,
primarily by routinely cleaning the lines to help keep them from plugging. The problems associated with
the sewer mains are related to pipe material, size and gradient and not lack of maintenance. The MDOC
review team concluded that the District O&M practices related to the wastewater system appear to be
reasonable.

Statutory Priority #5: Obtains funds from other sources.
The applicant was scored at a level five and received 600 points out of a possible 600 points.

Conclusion: The applicant conclusively demonstrated that the project would enable the local
government to obtain funds from sources other than TSEP. The applicant demonstrated serious efforts to
thoroughly seek out, analyze, and secure the firm commitment of alternative or additional funds from all
appropriate sources to assist in financing the proposed project. The funding package for the proposed
project is reasonable and appears to be viable. There are no major obstacles known at this time that
would hinder the applicant from obtaining the funds from the proposed funding sources. In addition, the
applicant adequately documented that receiving TSEP funds is critical to receiving the funds from other
sources and keeping the project moving forward.

Rationale: The applicant has proposed a funding package consisting of TSEP and CDBG grants
in combination with a SRF loan and local reserves. The applicant stated that, based on an income survey
conducted in January 2003, the proposed project is eligible for CDBG grant funds. Because the
proposed project was ready to proceed and involved a serious health problem, the County selected the
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District to sponsor for an application to the CDBG program. Subsequent to scoring this priority, the
CDBG funds were awarded to the applicant. The proposed project is on the SRF project priority list;
therefore, the applicant is eligible to submit an application for a loan. An RD loan was considered, but the
District has been approved for an SRF hardship loan. A debt election is planned for October 2005, once
the amount, if any, of grant funding has been determined.

The applicant considered the RRGL and EDA programs, but did not pursue these avenues,
because the District thought that the proposed project does not meet these programs’ goals and would
not be competitive.

Statutory Priority #6: Provides long-term, full-time job opportunities of Montanans, or provides public
facilities necessary for the expansion of a business that has a high potential for financial success, or
maintains or that encourages expansion of the tax base.

The applicant was scored at a level two and received 200 points out of a possible 500 points.

Conclusion: The applicant sufficiently demonstrated that the proposed project represents a
general infrastructure improvement that would indirectly increase business and job opportunities. The
applicant did not adequately demonstrate that any specific businesses were dependent upon the
proposed improvements or how businesses would directly benefit from them. The applicant did not
adequately demonstrate that the proposed project would directly result in the creation or retention of any
long-term, full-time jobs other than those related to the construction or operation of the wastewater
system. The proposed improvements should maintain and possibly increase the taxable valuation of the
project area.

Rationale: The applicant stated that the project would not directly result in the creation or
retention of jobs, nor would it directly result in a business expansion. However, the project would improve
the community’s infrastructure, which is a prerequisite to attracting businesses and increasing the tax
base.

Statutory Priority #7: High local priority and strong community support.
The applicant was scored at a level five and received 400 points out of a possible 400 points.

Conclusion: The applicant conclusively demonstrated that the proposed project is a high priority
and has strong community support. The applicant documented that it held at least one public hearing or
meeting, and sufficiently informed the public about the proposed project in a timely manner, its estimated
cost and the impact per household. In addition, the applicant provided documentation to show that the
project is clearly a high local priority and strongly supported by the public

Rationale: The applicant stated that in early January 2004, a newsletter was sent to each of the
users of the system. The newsletter provided a general update on the status of the project and informed
them of upcoming surveys. On January 20, 2004, a needs assessment and income survey were mailed
to the District's 114 residential users. From the 96 responses returned, 91 percent of those indicated that
the sewer system was the most important infrastructure need for the community. Residents commented
on problems with sewer lines backing up. Seven letters were provided in the PER detailing the backups
and offering support for the improvements.

On March 15", the District held a public hearing on the draft PER with 10 residents in attendance.
Due to the cost of the needed improvements, the District initially proposed to replace only 11 blocks of
sewer main. Many of the residents voiced concern about the remaining lines and said they were willing to
pay more. Based on the comments at the meeting, the District sent out a letter, outlining the project cost
and user rate charges, and a ballot to obtain additional input on the scope of the project. A copy of the
letter was included in the application. Sixty-five percent of the District’'s customers responded. Eleven
residents attended the follow-up hearing held on April 15" to discuss the project scope selection, budget
and increased user rate. Minutes from both hearings indicated user rates were discussed. Copies of the
minutes, sign-in sheets, and advertisements of the hearings were in the application.

In 2004, the District prepared a five-year CIP, which included its water and wastewater system,
school facilities, streets, housing, and economic development.

Governor’s Budget Long-Range Planning Subcommittee
Treasure State Endowment Program 34




Project No. 3
Carter Chouteau County Water and Sewer District — Water System Improvements

This application received 3,896 points out of a possible 4,900 points and ranked third out of 47
applications in the recommendations to the 2005 Legislature. MDOC recommends the requested TSEP
grant of $500,000.

Funding Type of Amount Status of Funds
Source Funds
TSEP Grant $ 500,000 Awaiting decision of legislature
RRGL Grant $ 100,000 Awaiting decision of legislature
RD Loan $ 296,600 Letter of conditions has been issued and signed
RD Grant $ 350,000 Letter of conditions has been issued and signed
Project Total $ 1,246,600
Median Household Income: $31,563 Total Population: 200
Percent Non-TSEP Matching Funds: 60% Number of Households: 76
Monthly Rate Percent of Monthly Percent of
Target Rate Rate Target Rate
Existing Water Rate: | $59/community - Target Rate: $ 54.45 -
$86/rural Rate with proposed
Existing Wastewater | $12.00 TSEP Assistance: $115.38 212%
Rate: community only - Rate without TSEP
Existing Combined $71.00 Assistance: $146.37 269%
Rate: community only 130%

Project Summary

History — The Carter Chouteau County Water and Sewer District’'s water system was constructed in
1977, and serves the community of Carter (34 households) and numerous rural properties (42
households) in the general vicinity. The source of the District's water supply is an infiltration gallery along
the banks of the Missouri River, approximately three miles southeast of the community of Carter.

Problem — The District's water system has the following deficiencies:

U the infiltration gallery that serves as the source of supply has been designated as “groundwater under
the direct influence of surface water” (GWUDISW),

U arsenic level is 33 ug/L, which is over three times the maximum allowed by the Safe Water Drinking
Act,

U manganese level is 0.36 mg/L, which is over seven times the maximum allowed by the Safe Water
Drinking Act,

O cracking of the PVC distribution pipe, with over 50 leaks in the past two years,

O total loss of water to users over extended periods when repairing leaks,

O pump house #2 is constructed on clay material with a poor foundation footprint,

0 access to the pump house can be difficult during the winter due to drifting snow, and

O the chlorine contact time prior to the first service connection is insufficient to guarantee drinking water

safe from waterborne pathogens.

Proposed Solution — The proposed project would:

U install point-of-use (POU) devices on each service connection (to remove arsenic),

U install sample pump and sample line, chlorine residual monitor, turbidity monitor, flow meter, and an
in-line ultra violet disinfection unit in the infiltration gallery pump house,

O install approximately 80’ of 24" pipe prior to the first service connection,

U install water meters on all service lines,
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O relocate pump house #2,
O replace approximately 4,000’ of 6” main line between pump house #2 and pump house #3, and
O replace approximately 32,000’ of 3" and 4” main line between pump house #3 and pump house #4.

Statutory Priority #1: Solves urgent and serious public health or safety problems, or enables local
governments to meet state or federal health or safety standards.
The applicant was scored at a level five and received 1,000 points out of a possible 1,000 points.

Conclusion: The applicant sufficiently demonstrated that the public health and safety problems
associated with the deficiencies in the wastewater system have occurred or are imminent. These serious
problems are the result of incidental, short-term or casual contact or as a result of past cumulative long-
term exposure.

Rationale: The MDOC technical review team noted that there are various deficiencies that could
affect the public’s health and safety, including: GWUDISW, arsenic levels exceeding the new maximum
contaminant level of 10 ug/L, high manganese concentrations, inadequate chlorine detention time for two
homes at Carter Ferry, and extreme leakage in an extensive water distribution system.

The major public health problem that has occurred to date is the total loss of water for all users
when major leak repairs and pipeline replacements have been necessary. The applicant indicated that
the entire system has been shut down for several days at a time and was even shut down for two weeks
straight. During these periods, the 40 users with cisterns have rationed their water and the 36 users
without cisterns do without water or haul water. Even though no ilinesses or catastrophes were reported
during the times the system was shut down, the leaking water mains pose not only health and safety
problems related to the loss of water, but also due to the entry of contaminants during water main repairs.
One water main also runs through a fuel release site near the southern edge of the community. A leak
here, accompanied by a loss of pressure, could introduce benzene and other petroleum contaminants
into the system.

The use of gas chlorination, especially with old facilities, has been widely acknowledged to pose
serious safety hazards for the water system operators.

The 76 water users are at risk of iliness from giardia, cryptosporidium, legionella, viruses and
other waterborne pathogens because the system is under the influence of surface water.

Potential health effects from arsenic exposure in drinking water are skin damage, circulatory
system problems and increased risk of cancer. As a carcinogen, it contributes to cancers of the skin,
bladder and lungs. The new MCL of 10 ug/l is based upon arsenic’s carcinogenic effects. The District is
currently under a mandate and compliance schedule with the DEQ to address the GWUDISW issue. The
District must also meet the compliance date of January 23, 2006 for the new arsenic MCL of 10 ug/I.

Water users at the two Carter Ferry services are drinking water that has not received adequate
disinfection treatment due to a lack of adequate detention time. Therefore, these water users are at risk
of illness from waterborne pathogens.

A future phase that would result in additional distribution system improvements and backup
power for the pump houses was considered a lower priority by the District and not included in this project.

Statutory Priority #2: Reflects greater financial need.
The applicant received 756 points out of a possible 900 points.

The score for Statutory Priority #2 is based on a weighted analysis of two financial indicators with
a total of 900 points possible. The scores for each of the two indicators are added together, with the total
number of points possible for Statutory Priority #2 based on five levels. The fifth level is assigned to the
group of applicants that reflect the greatest financial need.

Indicator #1. Household Economic Condition analysis: The applicant placed in the third
level and received 216 points. (This analysis accounts for 40 percent of the score for Statutory Priority
#2. Each of the three sub-indicators are ranked and scored, with each accounting for 33 percent of the
total score for Indicator #1. Being ranked first indicates the most severe household economic conditions
and is assigned the highest score. The scores for each sub-indicator are added together, with the total
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number of points possible for Indicator #1 based on five levels. The fifth highest level is assigned to the
group of applicants with the most severe household economic conditions.)

QO Median Household Income (MHI) ranked 30" out of the 47 applications.

O The percent of persons living at or below the Low and Moderate Income (LMI) level is 39.9
percent. The relative concentration of persons living at or below the LMI level ranked
29" out of the 47 applications.

O The percent of persons living at or below the Poverty level is 14.8 percent. The relative
concentration of persons living at or below the Poverty level ranked 17" out of the 47
applications.

Indicator #2. Target Rate Analysis: The applicant placed in the fifth level and received 540
points. (This analysis accounts for 60 percent of the score for Statutory Priority #2. Each sub-indicator is
ranked and scored. Scores are assigned based on how much difference there is between the applicant’s
user rate and the target rate. The number of points possible for Indicator #2 is based on five levels. The
fifth highest level is assigned to the group of applicants furthest over the target rate.)

Statutory Priority #3: Incorporates appropriate, cost-effective technical design and provides thorough,
long-term solutions to community public facility needs.
The applicant was scored at a level four and received 640 points out of a possible 800 points.

Conclusion: The applicant strongly demonstrated that it has proposed an appropriate, cost-
effective technical design that will provide a thorough, long-term solution for its public facility needs. The
preliminary engineering report (PER) is generally complete and there were only minor issues that were
not adequately addressed. It does not appear that the issues would raise serious questions regarding the
appropriateness of the solution selected by the applicant.

Rationale: The MDOC technical review team noted that there was no discussion of water system
pressures, and the proposed solution would not provide for better manganese removal. High manganese
levels in the source water were identified in the PER as a nuisance for laundering and other aesthetic
reasons, and also as a source for bacterial growth in the far reaches of the distribution system.

The applicant adequately assessed the potential environmental impacts. Any environmental
concerns that were identified by the applicant were adequately addressed and no long-term adverse
affects were noted.

Statutory Priority #4: Reflects substantial past efforts to ensure sound, effective long-term planning and
management of public facilities and attempts to resolve the infrastructure problem with local resources.
The applicant was scored at a level three and received 420 points out of a possible 700 points.

Conclusion: The applicant sufficiently demonstrated that it has made reasonable past efforts to
ensure sound, effective long-term planning and management of public facilities, and attempted to resolve
its infrastructure problems with local resources. The MDOC review team did not score this priority higher
primarily because of lack of documentation.

Rationale: The applicant stated that it has been working with the DEQ since 1997 on the
GWUDISW classification, and in 1999 hired an engineer to help with the evaluation. Besides being
responsible for the large land area of the water district, the District also operates a two-cell, total retention
wastewater lagoon for the community of Carter.

In 1999, the District borrowed $32,000 to install a telemetry system. That same year, the District
first started having problems with links in its distribution system, and has spent over $90,000 repairing the
distribution system since that time and expects to incur another substantial repair cost in 2004. The
District borrowed another $39,000 for replacement of a 3,500’ section of line in 2002. Once the proposed
project is completed, the District expects that the annual O&M costs would be reduced, allowing
approximately $3,300 to be put in reserves each year. The District would install water meters as part of
the proposed project.

The applicant stated that the County has a comprehensive plan, most recently revised in 2001,
which discusses the need for the water improvements. This statement could not be verified, since no
excerpts from the plan were included in the application. The applicant stated that the County is also in
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the process of completing a growth policy. In 2002, the County submitted a request to Bear Paw
Development for assistance on the proposed project, and was added to Bear Paw’s comprehensive
economic development strategy. Again, no excerpts from the strategy were included in the application.
The District created a five-year capital improvements plan (CIP) in April 2004 that addresses all the
components of its water and wastewater systems. The top priority for the water system is compliance
with the regulatory requirements, with the next priority being the failing main line pipes.

The applicant stated that the issues surrounding the water source have not developed because of
inadequate O&M practices; arsenic, radon and manganese are naturally occurring in their water source,
the Missouri River. The District believes the problems with the distribution system are the result of
substandard materials when it was originally constructed. The location of pump house #2 has been a
problem, since it is located at the bottom of a coulee and because of the instability and saturation of the
soils. The issues concerning the inadequate contact time are directly related to the original design of the
system. The MDOC review team concluded that the District's O&M practices related to the water system
appear to be reasonable.

Statutory Priority #5: Obtains funds from other sources.
The applicant was scored at a level four and received 480 points out of a possible 600 points.

Conclusion: The applicant strongly demonstrated that the project would enable the local
government to obtain funds from sources other than TSEP. The applicant demonstrated serious efforts to
thoroughly seek out, analyze, and secure the firm commitment of alternative or additional funds from all
appropriate sources to assist in financing the proposed project. The funding package for the proposed
project is reasonable and appears to be viable. There are no major obstacles known at this time that
would hinder the applicant from obtaining the funds from the proposed funding sources. The MDOC
review team did not score this priority higher primarily because of the high projected user rates and
uncertainty of being able to pass a debt election for the loan.

Rationale: The applicant has proposed a funding package consisting of TSEP, RRGL, and RD
grants in combination with an RD loan. The applicant stated that it evaluated all grant and loan programs
before selecting its funding package. The District submitted an application to RD in February 2004 and
has received confirmation that a grant and loan package could be awarded, contingent on obtaining
TSEP and RRGL funds. The District has signed a letter of conditions issued by RD, and has also sent
RD a request for obligation of funds. The District would still need to pass a debt election for the loan to
secure RD’s funds.

The District is not eligible for the CDBG program based on census data. The project would not
create or retain sufficient jobs; hence, the project does not meet the threshold of the Economic
Development Administration program. Because of the need for additional grant assistance and the
requirement of the RD program, the SRF program was not considered as a funding source. The District
considered applying for a STAG grant through the federal appropriation process; however, that was
rejected since it is a very lengthy process and the District is under a compliance schedule. The District
expended over $56,000 in repairs during FY 2003, and has approximately $26,000 remaining in reserves;
therefore, the District did not think that it has sufficient cash available to contribute towards this project.

The applicant stated that it would prefer to address all the deficiencies of the system; however,
the cost to resolve all deficiencies including the distribution lines was considered to be prohibitive.

The applicant stated that if the TSEP grant is not secured, it could apply to RD for a larger
loan/grant. The District qualifies for a maximum of 45 percent grant or $225,000. The District’s loan
amount would increase to $571,600. The Board is uncertain if the users would approve this large of a
debt. This would result in a rate increase of $32.28, making the water rate for the rural residents $135.66
(250 percent of the target rate), which is clearly unaffordable.

Statutory Priority #6: Provides long-term, full-time job opportunities of Montanans, or provides public
facilities necessary for the expansion of a business that has a high potential for financial success, or
maintains or that encourages expansion of the tax base.

The applicant was scored at a level two and received 200 points out of a possible 500 points.

Conclusion: The applicant sufficiently demonstrated that the proposed project represents a
general infrastructure improvement that would indirectly increase business and job opportunities.
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However, the applicant did not adequately document that any specific businesses were dependent upon
the proposed improvements or how businesses would directly benefit from them. In addition, the
applicant did not adequately document that the proposed project would directly result in the creation or
retention of any long-term, full-time jobs other than those related to the construction or operation of the
water system. The proposed improvements should maintain and possibly increase the taxable valuation
of the project area.

Rationale: The applicant stated that the project would not directly result in the creation or
retention of any long-term, full-time jobs other than the need for two full-time water operators. In addition,
the project would not directly result in business expansion.

Statutory Priority #7: High local priority and strong community support.
The applicant was scored at a level five and received 400 points out of a possible 400 points.

Conclusion: The applicant conclusively demonstrated that the proposed project is a high priority
and has strong community support. The applicant documented that it held at least one public hearing or
meeting, and sufficiently informed the public about the proposed project in a timely manner, its estimated
cost and the impact per household. In addition, the applicant provided documentation to show that the
project is clearly a high local priority and strongly supported by the public.

Rationale: The applicant stated that the proposed project and user rates were discussed at the
District’s annual meeting, which was held on November 3, 2003. Each user was sent a notice of the
annual meeting and agenda. The sign-in sheet showed that 14 people attended the meeting. The
engineer provided abbreviated copies of the draft PER as a handout at the meeting, which showed the
proposed user rates. A follow-up meeting was held on May 3, 2004, to again discuss the project; 41
people attended the meeting. In addition, the District sent a direct mailing to the users prior to the May
meeting. Again, the engineer provided abbreviated copies of the PER as a handout at the meeting, which
showed the proposed user rates. A second undated newsletter discussing the proposed project was also
included in the application; it appears to have been sent before April. A news article announcing the May
meeting was published on April 28" in the local weekly newspaper for Fort Benton, The River Press; at
the same time an advertisement and a legal notice announcing the meeting were also published. The
minutes of the May meeting reflected that when participants were asked for a show of hands of those in
support of the proposed project, everyone raised their hands. Two letters were included in the application
from residents that are in support of the proposed project. Copies of the advertisement, legal notice,
news article, direct mailing, minutes, sign-up sheet, and handouts were also included in the application.

The District created a five-year CIP for its water and wastewater systems, and the top priority for
the water system is compliance with the regulatory requirements, with the next priority being the failing
main line pipes.
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Project No. 4
Town of Cascade — Water System Improvements

This application received 3,888 points out of a possible 4,900 points and ranked fourth out of 47
applications in the recommendations to the 2005 Legislature. MDOC recommends the requested TSEP
grant of $500,000.

Funding Type of Amount Status of Funds
Source Funds
TSEP Grant $ 500,000 Awaiting decision of legislature
CDBG Grant $ 500,000 Applied May 28, 2004
RRGL Grant $ 100,000 Awaiting decision of legislature
Town Local $ 178,500 Committed by resolution
TSEP Grant $ 5,000 Expended for PER
Project Total $1,283,500
Median Household Income: $30,602 Total Population: 819
Percent Non-TSEP Matching Funds: 61% Number of Households: 322
Monthly Percent of Monthly Percent of
Rate Target Rate Rate Target Rate
Existing Water Rate: | $29.27 - Target Rate: $52.79 -
Existing Wastewater Rate with proposed
Rate: $44.02 - TSEP Assistance: $73.29 139%
Existing Combined Rate without TSEP
Rate: $73.29 139% Assistance: $83.61 158%

Project Summary

History — The Town of Cascade's original water system was constructed in 1913 and some of the original
components are still in use. The system’s water storage consists of two 102,000-gallon concrete storage
reservoirs located approximately 0.25 miles west of Town. The Town obtains its water from three
sources: a spring source located 0.5 miles west of Interstate 15, and two wells, Madison wells #1 and #2,
located 0.25 miles west of Interstate 15. In 1999, water meters were installed and Madison well #2 was
drilled, giving the community a backup source of water and added capacity.

Problem — The Town’s water system has the following deficiencies:

O over half of the water distribution system is comprised of leaky and undersized steel and cast iron
water mains (tests have shown them to flow 10 times less than the recommended ISO fire flow
requirements, and 70 percent are 4” or smaller and are in violation of the Department of
Environmental Quality [DEQ] standards),

O a computer model of the system indicates negative pressures could be experienced in the system
during high water demand periods, which increases the likelihood of contaminates being introduced
into the system,

Q 19 fire hydrants are 1913 vintage with 2.5” nozzles that are inoperable or leak excessively, and many

cannot be connected to the Town's fire fighting equipment,

storage is inadequate for emergency demand and fire protection,

no auxiliary power is available, and

the distribution system is experiencing problems with tuberculation on the interior of the pipes,

resulting in constriction of flow.

oooQ

Proposed Solution — The proposed project would:
O replace 19 fire hydrants with 6” hydrants,
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Q construct approximately 4,000’ of core transmission line to the school, commercial and downtown
areas using 10” main,

Q construct a new 273,000-gallon buried concrete storage reservoir,

O install new telemetry controls for the wells and water storage reservoirs, and

O install a portable generator for emergency operation of the existing wells.

Note: The applicant stated that due to costs, the distribution system improvements would be constructed
in two phases. The project proposed in this application is the first phase. Therefore, some of the
deficiencies related to the distribution system were not taken into consideration in the scoring of Statutory
Priority #1.

Statutory Priority #1: Solves urgent and serious public health or safety problems, or enables local
governments to meet state or federal health or safety standards.
The applicant was scored at a level four and received 800 points out of a possible 1,000 points.

Conclusion: The applicant sufficiently demonstrated that the public health and safety problems
associated with the deficiencies in the water system are likely to occur in the near-term if the deficiencies
are not corrected, even though they have not been documented to have occurred yet. These serious
problems have a high probability of occurrence as a result of incidental, casual or unpredictable
circumstances.

Rationale: The MDOC technical review team noted that there are various deficiencies that could
affect the public’s health and safety, including an inadequate distribution system and insufficient storage
for fire flows. The lack of fire protection, especially at the local school, attributed to undersized and old
mains, inoperable and old fire hydrants and lack of sufficient storage, poses a significant safety risk to the
residents of Cascade.

A significant portion of the Town’s water system is comprised of steel and cast iron water mains
over 90 years old. Many of the water mains are undersized; 70 percent of the mains are 4” in diameter or
smaller. Fire hydrant flows are restricted due to the old and undersized water mains in the system.
Nineteen of the existing fire hydrants in the system are 90 years old and are only equipped with 2.5”
nozzles, significantly restricting fire flows. The majority of these hydrants are not operational.

The distribution system is experiencing a significant number of leaks. When fire hydrants are
opened, large pressure drops occur creating the possibility of backflow into the distribution system. Due
to the leakage problem in the distribution system, if negative pressures occur, contaminants may be
drawn into the distribution system through holes in the pipe or through bad joints. A computer model of a
fire flow situation showed a negative pressure at one location and pressures below the required 20 psi at
two other locations. The 10” transmission main is addressed with this project; a future project would
address the remainder of the distribution system improvements.

Some of the water mains are not looped resulting in reduced capacity. Manganese deposition on
the inside of the distribution system piping is restricting flows.

Storage is not sufficient for fire flow demands. A back-up power supply is not available for the
wells. The insufficient storage and lack of back-up power violates current DEQ standards.

Statutory Priority #2: Reflects greater financial need.
The applicant received 648 points out of a possible 900 points.

The score for Statutory Priority #2 is based on a weighted analysis of two financial indicators with
a total of 900 points possible. The scores for each of the two indicators are added together, with the total
number of points possible for Statutory Priority #2 based on five levels. The fifth level is assigned to the
group of applicants that reflect the greatest financial need.

Indicator #1. Household Economic Condition analysis: The applicant placed in the third
level and received 216 points. (This analysis accounts for 40 percent of the score for Statutory Priority
#2. Each of the three sub-indicators are ranked and scored, with each accounting for 33 percent of the
total score for Indicator #1. Being ranked first indicates the most severe household economic conditions
and is assigned the highest score. The scores for each sub-indicator are added together, with the total
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number of points possible for Indicator #1 based on five levels. The fifth highest level is assigned to the
group of applicants with the most severe household economic conditions.)

QO Median Household Income (MHI) ranked 24" out of the 47 applications

O The percent of persons living at or below the Low and Moderate Income (LMI) level is 45.2
percent. The relative concentration of persons living at or below the LMI level ranked
13" out of the 47 applications.

O The percent of persons living at or below the Poverty level is 12.1 percent. The relative
concentration of persons living at or below the Poverty level ranked 29" out of the 47
applications.

Indicator #2. Target Rate Analysis: The applicant placed in the fourth level and received
432 points. (This analysis accounts for 60 percent of the score for Statutory Priority #2. Each sub-
indicator is ranked and scored. Scores are assigned based on how much difference there is between the
applicant’s user rate and the target rate. The number of points possible for Indicator #2 is based on five
levels. The fifth highest level is assigned to the group of applicants furthest over the target rate.)

Statutory Priority #3: Incorporates appropriate, cost-effective technical design and provides thorough,
long-term solutions to community public facility needs.
The applicant was scored at a level five and received 800 points out of a possible 800 points.

Conclusion: The applicant conclusively demonstrated that it has proposed an appropriate, cost-
effective technical design that will provide a thorough, long-term solution for its public facility needs. The
problems were well defined, the various alternatives were thoroughly discussed, and construction costs
were well documented and justified. There were no issues of any significance that were not adequately
addressed.

Rationale: The MDOC technical review team noted that the PER was complete and thorough.
The applicant adequately assessed the potential environmental impacts. Any environmental concerns
that were identified by the applicant were adequately addressed and no long-term adverse affects were
noted.

Statutory Priority #4: Reflects substantial past efforts to ensure sound, effective long-term planning and
management of public facilities and attempts to resolve the infrastructure problem with local resources.
The applicant was scored at a level four and received 560 points out of a possible 700 points.

Conclusion: The applicant strongly demonstrated that it has made substantial past efforts to
ensure sound, effective long-term planning and management of public facilities, and attempted to resolve
its infrastructure problems with local resources. The MDOC review team noted that the applicant has no
growth policy and its CIP is not comprehensive.

Rationale: The applicant stated that long-range planning is part of its annual budgeting process.
Since 1996, the Town has spent approximately $87,800 on its water line replacement program and
approximately $1,000,000 on water system improvements. In 1996, the Town prepared a wastewater
facility plan, which culminated in the construction of a new wastewater treatment facility. The applicant
stated that it budgets appropriate amounts to maintain this investment with O&M. In 1999, the Town
completed a water system analysis, which described the Town’s facilities and the deficiencies of the
system.

In 1985 and the mid-1990s, the Town conducted needs assessment surveys. In 1996, a capital
improvement plan (CIP) was adopted that addressed the Town’s water and wastewater systems, and
streets. In 2000, the community’s needs assessment and CIP were updated through public meetings
and discussions. These documents listed the water system as a top priority. The report was used as a
basis for obtaining a CDBG grant to address some of the identified deficiencies in the system and install
meters. The Town has completed a public water system report for the water system that describes
source water protection considerations for the new Madison #2 well. In January of 2004, the Town
conducted another needs assessment survey and the CIP was again updated; the proposed project is
listed as a top priority.
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Over the last four years, the Town has spent over $160,000 of its gas tax funds on street repairs.
The Town has also made improvements to its parks and swimming pool over the last five years. The
Fun-in-Sun Committee, a volunteer group in Cascade, has funded the pool improvements. The
community also has several park and recreation projects in planning stages with funding already in place.
These projects utilize a combination of local funding and grants and include a skate park, a river trail
project, and an Arbor Day project.

The applicant stated that the deficiencies with the Town’s water system are not related to
inadequate O&M efforts or budgets, but are a result of infrastructure reaching the end of its useful life and
the community’s need for more water storage. The Town is currently considering a rate increase for
water and sewer usage rates, which would increase the average combined rate by $2.50 per month. This
proposed increase would fund the increased O&M costs resulting from inflation. The Town held a public
hearing on this proposal on May 11, 2004. The system is operated and maintained by two full-time
certified operators, one of whom won the “operator of the year” from the Montana Rural Water Systems in
2003. The MDOC review team concluded that the Town’s O&M practices related to the water system
appear to be reasonable.

Statutory Priority #5: Obtains funds from other sources.
The applicant was scored at a level four and received 480 points out of a possible 600 points.

Conclusion: The applicant strongly demonstrated that the project would enable the local
government to obtain funds from sources other than TSEP. The applicant demonstrated serious efforts to
thoroughly seek out, analyze, and secure the firm commitment of alternative or additional funds from all
appropriate sources to assist in financing the proposed project. The funding package for the proposed
project is reasonable and appears to be viable. There are no major obstacles known at this time that
would hinder the applicant from obtaining the funds from the proposed funding sources. The MDOC
review team did not score this priority higher primarily because the TSEP funds were not considered to be
critical to completing the project.

Rationale: The applicant has proposed a funding package consisting of TSEP, CDBG, and
RRGL grants in combination with local reserves. The applicant completed a CDBG income survey that
demonstrated that the community is 57 percent LMI. The applicant considered RD funding for this
project; however, the Town’s wastewater rate is too low for it to be eligible for an RD grant. Since the
Town wants to maintain its current rate, it determined that RD is not an option at this time. If the Town is
unsuccessful in obtaining the TSEP grant, it may consider an RD loan package for the balance of the
funds required for the project. Subsequent to scoring this priority, the CDBG funds were awarded to the
applicant.

Statutory Priority #6: Provides long-term, full-time job opportunities of Montanans, or provides public
facilities necessary for the expansion of a business that has a high potential for financial success, or
maintains or that encourages expansion of the tax base.

The applicant was scored at a level two and received 200 points out of a possible 500 points.

Conclusion: The applicant sufficiently demonstrated that the proposed project represents a
general infrastructure improvement that would indirectly increase business and job opportunities.
However, the applicant did not adequately document that any specific businesses were dependent upon
the proposed improvements or how businesses would directly benefit from them. In addition, the applicant
did not adequately document that the proposed project would directly result in the creation or retention of
any long-term, full-time jobs other than those related to the construction or operation of the water system.
The proposed improvements should maintain and possibly increase the taxable valuation of the project
area.

Rationale: The proposed project would not directly result in a business expansion, nor would it
directly result in the creation or retention of long-term, full-time jobs. The applicant mentioned two
businesses, one that is expanding and one that is currently being developed; however, the applicant did
not indicate the projects were dependant on the proposed water project. The applicant stated that it could
not accommodate growth to the extent desired due to the deficiencies in its water system. By
implementing the proposed project, the upgraded water facility would have sufficient capacity to meet the
projected needs of the community for a minimum of 20 years and would satisfy all current state and
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federal regulations. Also, the design would allow relatively easy expansion should the community grow at
a rate faster than projected. The applicant stated that an up-to-date water facility would prevent existing
and potential businesses from locating elsewhere, thus preserving and creating jobs for the community
and maintaining or adding to the tax base.

Statutory Priority #7: High local priority and strong community support.
The applicant was scored at a level five and received 400 points out of a possible 400 points.

Conclusion: The applicant conclusively demonstrated that the proposed project is a high priority
and has strong community support. The applicant documented that it held at least one public hearing or
meeting, and sufficiently informed the public about the proposed project in a timely manner, its estimated
cost and the impact per household. In addition, the applicant provided documentation to show that the
project is clearly a high local priority and strongly supported by the public.

Rationale: The applicant stated that all meetings were held at the town hall and a community
hall, which are both handicap accessible. To ensure time for the public comments to be incorporated into
the planning documents, two public hearings were held on September 9, 2003. The first public hearing
was held at 7:00 p.m. as part of the update to the community needs assessment. Twenty-three residents,
including council members, attended the hearing. The second public hearing was held at 7:30 p.m. to
discuss the feasibility of the improvements presented in the draft PER. A handout was distributed that
contained a summary of the project, the proposed budget, a project schedule, and site maps. The
recommended funding strategy and the projected user rate were also included. Copies of posters, utility
bill brochure, affidavits of publications, minutes, newspaper articles and the signup sheets for both of the
hearings were included in the application. A third public hearing was held on April 13, 2004, to give
citizens an opportunity to offer final comments on the Town’s TSEP and CDBG grant applications.
Twenty-nine people attended this hearing. Copies of the affidavit of publication, advertisements, minutes,
handouts and list of attendees for this meeting w